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O R D E R  

On N o v e m b e r  1 5 ,  1 9 8 2 ,  J a c k s o n  C o u n t y  R u r a l  E l e c t r i c  

C o o p e r a t i v e  C o r p o r a t i o n  ( " J a c k s o n  C o u n t y " )  f i l c d  a n  a p p l i c a t i o n  

w i t h  t h i s  Commissjon r c q u c s t i n g  t o  j n c r c a s c  its s n n r i n l  r e v c n u c  b y  

$ 1 , 3 5 5 , 9 0 0 ,  o r  6 .69 p e r c e n t .  J a c k s o n  C o u n t y  s t a t e d  t h a t  t h e  

p r o p o s e d  r a t e  a d j u s t m e n t  was r e q u i r e d  d u e  t o  i n c r e a s e d  o p e r a t i n g  

e x p e n s e s ,  h i g h e r  i n t e r c s t  rates, a n d  d e c l i n i n g  g r o w t h  i n  sales, 

a l l  of w h i c h  h a v e  c o n t r i b u t e d  t o  r e d u c e d  margins. 

On H o v e m b e r  2 2 ,  1 9 8 2 ,  t h e  C o n s u m c r  P r o t e c t i o n  D i v i s i o n  i n  

the o f f i c e  o f  thc A t t o r n e y  G e n e r a l  movcd t o  i n t e r v e n e  i n  t h i s  

proceeding p u r e t i a n t  t o  KRS 3 6 7 . 1 5 0 ( 8 ) ,  w h i c h  m o t i o n  was g r ~ n t c d .  

No o t hc r 1' Ilc. 

C o r n m i a n i o n  n c l i t * t l i i l t * d  n p i i t i l l c  I i c a r i n t :  on the. m n t t c r  n n d  d i r c c t v d  

J a c k e o n  C o u n t y  t o  g i v e  n o t i c e  t o  i t s  c o n s u m ~ r s  o f  t h e  p r o p o s e d  

rates and t h r  h e a r i n g  s c h r d u l c d  f o r  H a r c h  1 5 .  1 9 8 3 .  

p n  r t I t *  u H p p t -  t i  r c 11 t r) f o r rnn I 1 y 1 t i  r t u  r v e  11 L. l i t *  ram 1 I I  . 

T h i s  Order a d d r e s s e s  t h e  C o m m i s s i o n ' s  f i n d l n g e  a n d  

d e t e r m i n a t i o n s  o n  issucs presented a n d  d i s e l o s c d  i n  t h e  h c a r l n g  

a n d  I n v e s t i g a t i o n  of J a c k s o n  C o u n t y ' s  r e v e n u e  r e q u i r e m e n t s  a n d  



-- 

rate d e s i g n .  J a c k s o n  C o u n t y  h a s  b e e n  g r a n t e d  t h c  f u l l  j n c t e a s e  

r e q u e s t e d  of  $ 1 , 3 5 5 , 9 0 0 .  

COMMENTARY 

J a c k s o n  C o u n t y  I s  a c o n s u m e r - o w n e d  r u r a l  c l c c t r i c  

c o o p e r a t i v e  e n g a g e d  i n  t h c  d i s t r i b u t i o n  a n d  s a l e  o f  c l e c t r i c  

e n e r g y  t o  a p p r o x i r n a t c l y  3 0 , 2 5 0  m c m b c r - c o n s u m c r 5  i n  t h e  

southeastern K e n t u c k y  c o u n t l c s  o f  H r e a t h i t t ,  C l a y ,  E s t l l l ,  

G n t t a r d .  Jackson, t a u r c l ,  L C C ,  L e e l i e ,  I . f n c o l n ,  M n t l i e o n .  Powcll, 

P u l a s k i ,  R o c k c a s t l e ,  and Wolfe .  Jackson C o u n t y  purchases a l l  of 

its e l e c t r i c  e n e r g y  f r o m  E a s t  K e n t u c k y  P o w e r  C o o p c r e t l v e ,  I n c .  

( " E n s t  K e n t u c k y " ) .  

T E S T  P E K I O I )  

J a c k s o n  C o u n t y  p r o p o s e d  a n d  the Commission has a c c c p t c d  t h e  

1 2 - m o n t h  p e r i o d  c n d i n g  J u n e  3 0 .  1 9 8 2 ,  a s  t h e  t e s t  p e r i o d  for 

d e t e r m i n i n g  t h e  r e a s o n a b l e n e s s  o f  t h e  p r o p o s e d  r a t e s .  I n  

u t l l l z f n g  t h e  l i l s t o r l c  t e s t  p c r i o d ,  t h c  Commfssion h a s  g l v c n  f u l l  

c o n s i d e r a t i o n  t o  a p p r o p r i a t e  known and m e a s u r a b l e  c h a n g e s .  

V A L U A T I O N  

N e t  I n v e s t m e n t  

Jackson C ~ u i i t y  p r o p o s e d  a n e t  i n v c e t m r n t  rcltc  base of 

$ 2 7 , 2 9 8 , 8 9 8 .  ' f \ l c  C o m m l R H l o r r  C O ~ C I I ~ E ;  w i t h  t I t j H  d c t v r r n l n ~ ~ t l o n  w i t h  

the followinl: exceptions: 

Jackson C o u n t y  proposed s e v e r a l  a d j u s t m e n t s  t o  p l a n t  I n  

s c r v l c e  8 n d  c o n s t r u c t i o n  work I n  p r o g r i . s e  ( " C W I P " )  t o  r e f l e c t  

changes o c c u r r i n g  a f t e r  tile t e s t  y c n r .  T I i c s c  j n c l u d e d  t r a n s f e r s  

f r o m  CWIP t o  p l a n t  i n  ~ c r v i c c -  i n  t l i r  a m o u n t  o f  $ 1 3 0 , 6 9 1  nnd 



the portion of pro f o r m 8  cxpense adjustmcnts c h a r g e d  t o  

construction. 

T h e  Commission's objective in cstnblishjng thc year-end 

rate base is to determine the value of Jackson County's plant 

devotcd t o  public use at the end of the t e s t  y c n r .  Jackeon County 

d i d  not p r o p o s e  to adjust operating revenues and expcnses 

associated with t h e  additions of n e w  facilitics. T h e r e f o r e ,  i n  

accordance with past practice, the Commission w i l l  not allow t h e  

post test period adjustments t o  plant in service and CWIP. 

T h e  Commission has adjusted the accumulated provision f o r  

depreciation t o  reflect thc pro forma adjustment to depreciation 

cxpensc found reasonable herein. Also, t h c  provjeion for workint: 

c a p i t a l  h a s  been adjustcd to reflect thc pro forma adjustmcnts t o  

operation a n d  maintenance cxpenscs allowed herein for rate-making 

purposes. 

B a s c d  on the Commission's adjustments, Jackson County's net 

investment r a t c  b a s e  found reasonable f o r  rate-making purposes is 

as follows: 

U t i l i t y  P l a n t  I n  S e r v i c e  
Construction Work :n Progress 
T o t a l  U t i l i t y  rlnnr 

Add : 

Materials nnd S u p p l i e s  
Prepayments 
Working Capital 
Subtotal 

Deduct: 

Depreciation R e s e r v e  
Customer A d v a n c e s  €or Construction 

S u b  t 0 t a 1 

$ 3 3 , 3 4 6 , 0 3 2  

$ 3 4 , 1 5 5 , 4 9 2  
209,460 

$ 4 5 3 . 6 3 5  
1 3 8 , 8 6 0  
348,401 

$ 940.896 

$ 8,238,494 
4 1 3 , 0 1 7  

S ti,051,511 

N c t  Tnvostmrnt 
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$ 2 6 , 4 4 4  , a 7 7  



C a p i t a l  S t r u c t u r e  

T h e  Commission finds f r o m  t h e  e v i d e n c e  of r e c o r d  t h a t  

Jackson C o u n t y ’ s  c a p i t a l  s t ruc t i i re  w a s  $30,281,697 and c o n s i s t e d  

of $8,695,650 i n  e q u i t y  a n d  $ 2 1 , 5 8 6 , 0 4 7  i n  l o n g - t e r m  d e b t .  I n  

this d e t e r m i n a t i o n  o f  t h e  c a p i t a l  structure, t h e  Commjssion h a s  

c x c l u d e d  s c c t i r n t ~ l a t e d  g c n c r e t i o n  ant1 t r a n s m l s e i o n  c a p i t a l  c r c ’ d i t R  

i n  t h e  a m o u n t  o f  $ 9 7 8 . 8 3 4 .  

R E V E N U E S  A N D  EXPENSES 

J a c k s o n  County p r o p o s e d  s e v e r a l  a d j u s t m e n t s  t o  r e v e n u e s  and 

e x p e n s e s  t o  r e f l e c t  more c u r r e n t  a n d  a n t i c i p a t e d  o p e r a t i n g  

conditions. T h e  Cornmission f i n d s  t h e  p r o p o s e d  a d j u s t m e n t s  a r c  

generally proper  and acceptable f o r  rate-making p u r p o s e s  w i t h  t h e  

f o l l o w i n g  m o d i f i c a t i o n s :  

R e v e n u e  N o r m a l i z a t i o n  

J a c k s o n  County p r o p o s e d  a n  a d j u s t m e n t  o f  $ 1 , 4 6 5 , 8 0 5  t o  

n o r m a l i z e  i t s  t e s t  y e a r  r e v e n u e  from sales t o  r e f l e c t  a f u l l  

year’s sales a t  t h e  rates i n  e f f e c t  a t  the t i m e  t h e  a p p l i c a t i o n  

w a s  filed. S i n c e  t h e  f i l l n g  of t h e  a p p l i c a t i o n ,  Jackson County 

h a s  I n c u r r e d  a n  I n c r e a s e  i n  i t s  w h o l e s a l e  power c o s t s  f r o m  East 

K e n t u c k y ,  a p p r o v e d  b y  t h c  C o m m l u s j o n  j n  C e R e  KO. 8 6 4 8 ,  A d j r r s t m r n t  

oI: R s t e a  for W l i o l r f l a l ~  1:Icc.t  r J c  I’ow(1r L O  Mcmhcr Coopcrativcn of 

L a s t  K c n t n c k y  Powc-r,  ‘In o r d e r  f o r  J a c k R o n  C o u n t y  to rCcavc:r t h i n  

o d d i t i o n n l  c o a t ,  thc C o m m j e e i o n  i l p p t o v c d  a r a t c  I n c r e a ~ e ,  

e f f e c t l v c  A p r j l  1 ,  1 9 8 3 ,  j n  flow-throuRh C a s c  No. 8 G G 2 .  T o  

reflect t h a t  i n c r e a s e  I n  t h f s  c a s e .  t h c  C o n m i ~ s l o n  has made a 
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f u r t h e r  adjustment to i n c r e a s e  o p e r a t i n g  r e v e n u e  by $ 1 , 8 8 5 , 6 1 4 ,  

r e s u l t i n g  i n  a t o t a l  a d j u s t m e n t  o f  $ 3 , 3 5 1 , 4 1 9 .  

P u r c h a s e d  Power A d j u s t m e n t  

J a c k s o n  C o u n t y  p r o p o s e d  an a d j u s t m e n t  o f  $ 1 , 4 6 6 , 6 4 8  t o  

n o r m a l i z e  i t s  p u t c h a s c d  p o w e r  c o s t  for t h e  t e s t  y e a r  b a s e d  on t h e  

w h o l e s a l e  p o w e r  r a t e  i n  e f f e c t  a t  t h e  t i m e  t h c  a p p l i c a t i o n  w a s  

f i l e d .  To r e f l e c t  t h e  I n c r e a s e  i n  J a c k s o n  C o u n t y ' s  power  c o s t  

f r o m  E a s t  K e n t u c k y ' s  wholesale rate l n c r e o s c  i n  C a s e  No. 8 6 4 8  t h e  

C o m m i s s i o n  has f u r t h e r  i n c r c a s e d  t h e  p r o p o s e d  a j d u s t m c n t  by 

$ 1 , 8 8 5 , 2 3 9  r e s u l t i n g  i n  a total a d j u e t m c n t  of $ 3 , 3 5 1 , 8 8 7 .  

F u e l  C l a u s e  

T h e  C o m m i s s i o n  a d j u s t e d  J a c k s o n  C o u n t y ' s  base r a t e s  i n  C a s e  

No. 8 6 0 6 ,  E x a m i n a t i o n  of t h e  Fuel A d j u s t m e n t  Clause of J a c k s o n  

C o u n t y  R u r a l  E l e c t r i c  C o o p e r a t i v e  C o r p o r a t i o n ,  to r o l l  i n  t h e  f u e l  

c o s t  of its w h o l e s a l e  p o w e r  s u p p l i e r .  J a c k s o n  County's f u e l  

a d j u s t m e n t  c l a u s e  c o n t a i n s  a p r o v i s i o n  w h i c h  crllows t o t a l  r e c o v e r y  

or r e f u n d  of fuel a d j u s t m e n t  c h a r g e s  or c r e d i t s .  I h e r c f o r c ,  t h e  

C o m m i s s i o n  has d e c r e a s e d  r e v e n u e  b y  $ 4 6 0 , 9 4 6  a n d  decreased 

p u r c h a s e d  power e x p e n s e  b y  $ 4 8 3 , 6 3 6  t o  e x c l u d e  t h e  f u e l  r e v e n u e  

and c o e t  a c t u R l l y  i n c u r r e d  d u r i n g  t h e  t c s t  y e a r  i n  t h e  

d e t e r m i n a t i o n  of rcvcnuc r e q u i r e m e n t s .  

C u s t o m e r  R e c o r d s  a n d  C o l l e c t i o n  E x p e n s e  

During t h e  t e s t  y e a r  J a c k s o n  C o u n t y ' s  r e c o r d e d  e x p e n s e  f o r  

A c c o u n t  903 * Customcr  K c c o r d s  a n d  Col ] p e t  f o n  Kxpcnsc? ,  w a s  

$ 3 6 7 , 8 3 8 .  I n  r e s p o n s e  t o .  a n  l n f o r m a t f o n  r e q n c ? s t  J a c k e o n  C o u n t y  

i n d i c a t e d  t h a t  a m o u n t s  t o t n l l i n y ,  $ 1 2 , 7 1 2  for computc-r  c h n r j i e u  a n d  

p r r y m c n t s  to n col l c c t  t o n  n p , c n c y  w h i  c l i  W C ' ~ C  t-)inrl:c~.d t o  e x p c n s c  
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d u r i n g  t h e  t e s t  p e r i o d  were a c t u a l l y  a p p l i c a b l e  t o  p r i o r  r e p o r t i n g  

p e r i o d s .  T h e r e f o r e ,  t h e  C o m m i s s i o n  h a s  m a d e  a n  a d j u s t m e n t  t o  

r e d u c e  o p e r a t i n g  e x p e n s e s  b y  $ 1 2 , 7 1 2  t o  e l i m i n a t e  t h e s e  i t ems  f o r  

r a t e - m a k i n g  p u r p o s e s .  

A d m i n i s t r a t i v e  a n d  G e n e r a l  S a l a r i e s  

J a c k s o n  C o u n t y ' s  a d m i n i s t r a t i v c  a n d  g c n e r a l  s a l a r i e s  for 

t h e  t e s t  y e a r  t o t a l l e d  $ 1 9 9 , 0 9 2 .  I n  r e s p o n s e  t o  a n  i n f o r m a t i o n  

request J a c k s o n  C o u n t y  i n d i c a t e d  t h a t  $ 2 , 5 1 2  w a s  I m p r o p e r l y  

r e c o r d e d  a s  e x p e n s e  t h a t  s h o u l d  h o v e  b e e n  i n c l u d e d  i n  o t h e r  

d e f e r r e d  c h a r g e s .  T h e  Commiss ion  h a s ,  a c c o r d i n g l y ,  m a d e  a n  

a d j u s t m e n t  o f  $ 2 , 5 1 2  t o  r e d u c e  o p e r a t i n g  e x p e n s e s  a n d  e l i m i n a t e  

t h i s  i t e m  f o r  r a t e - m e k l n g  p u r p o s c s .  

D e p r e c i a t i o n  Expense 

J a c k s o n  C o u n t y  proposed a n  a d j u s t m e n t  of $ 4 7 , 4 0 7  t o  

i n c r e a s e  d e p r e c l a t i o n  e x p c n e r !  b a s e d  o n  t h e  y c e r - e n d  l c v c l  oh p l a n t  

i n  s e r v i c e  p l u s  t h e  t r a n s f e r  of $ 1 9 0 ' 6 9 1  f r o m  CWIP t o  p l a n t  i n  

s e r v i c e  d i s c u s s e d  i n  t h e  s e c t i o n  o n  n e t  i n v e s t m e n t .  A s  d i s c u s s e d  

p r e v i o u s l y ,  t h e  C o m m i s s i o n  h a s  n o t  a c c e p t e d  t h e  t r a n s f e r  f r o m  CWIP 

t o  p l a n t  i n  s e r v i c e .  T h e r e f o r e ,  t h e  p r o p o s e d  a d j u s t m e n t  t o  

dcprccietion c x p c n ~ c  I i a s  h c c n  r c d r i c c d  b y  $ 5 , 6 3 0  t o  $ 4 1 , 7 7 7  to 

r e f l e c t  the a n n u a l  r?xpr .ns t .  for tlir y e a r - c ' n d  J v v e l  of p l a n t  1n 

uc* r v i  C V  I 

P u b l i c  S c t v i c c  C o r n m i u u f o n  h e s c u ~ # i i i c n t  

D u r i n g  t h e  t e s t  y e a r  J a c k s o n  C o u n t y  l n c u r r c d  $13,733 i n  

e x p e n s e  f o r  t h e  r e g u l a t o r y  a s s e s s m e n t  t o  f u n d  t h e  work o f  t h i s  

C o m m i s s i o n .  B a s e d  on t h e  1 9 8 2  s s e e s s m c n t  of $ 1 9 , 6 1 2 ,  Jackson 
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C o u n t y  proposed a n  a d j u s t m e n t  of $ 5 , 8 7 9  t o  r e f l e c t  t h e  i n c r e a s e d  

e x p e n s e  

T h e  Cornmiss ion  w i l l  not a c c e p t  t h e  p r o p o s e d  a d j u s t m e n t  d u e  

t o  c h a n g e s  i n  c a l c u l a t i n g  t h c  a s s e s s m e n t  f o r  r u r a l  e l e c t r i c  

c o o p e r a t i v e s  e n a c t e d  b y  t h e  1 9 8 2  K e n t u c k y  G e n e r a l  A s s e m b l y .  T h e s e  

c h a n g e s  w i l l  r e d u c e  t h e  r e v e n u e  hase o n  w h i c h  t h e  a s ses smen t  i s  

c a l c u l a t e d  b y  o n e - h a l f  of p u r c h a s e d  p o w e r  e x p e n s e .  W h i l e  t h a t  

c a l c u l a t i o n  i s  e a s i l y  m a d e ,  there is n o  w a y  of  d e t e r m i n i n g  t h e  

f u t u r e  a s s e s s m e n t  r a t e  or t h e  a m o u n t  of t h e  f u t u r e  a s s e s s m e n t .  

T h e r e f o r e ,  t h e  C o m m i s s i o n  w i l l  not a c c e p t  a n  a d j u s t m e n t  t o  t h e  

r e g u l a t o r y  a s s e s s m e n t  c x p e n s e ,  b u t  w i l l  a l l o w  t h e  a c t u a l  t e s t  y ~ a r  

e x p e n s e  for r a t e - m a k i n g  purposes. 

Legal E x p e n s e s  

D u r i n g  t h e  t e s t  y e a r  J a c k s o n  C o u n t y  i n c u r r e d  $7,500 I n  

c x p c n s c  f o r  lcgsl f c c s  a s  t h e  r c a i i l t  of a p c r ~ o n a l  i n j u r y  I o w ~ u l t  

f i l e d  a g a i n s t  i t .  T h e  C o m m i s s i o n  i s  of t h e  o p i n i o n  t h a t  p e r s o n a l  

i n j u r y  c l a i m s  s u c h  a s  t h e  o n e  b r o u g h t  a g a i n s t  J a c k s o n  C o u n t y  

d u r i n g  the t e s t  y e a r  a r e  i n f r e q u e n t ,  n o n - r e c u r r i n g  e v e n t s  a n d  t h a t  

t h e  r e l a t e d  e x p e n s e s  a r e  n o n - r e c u r r i n g  a n d  e x t r a o r d i n a r y .  

T h e r e f o r e ,  t h e  C o m m l s s f o n  has m a d e  a n  a d j u s t m e n t  t o  r e d u c e  J a c k s o n  

C o u n t y ' s  o p e r a t i n g  cxpcnses b y  $7,500 f o r  t a t e - m a k i n g  purposes. 

D i r e c t o r s '  E x p c n e c s  

T h c  d i r e c t o r s  of Jackson C o u n t y  n r c  p r o v i d c d  c o m p e n s a t i o n  

f o r  e c c u s l  ~ x p c n a c s  i n c u r r e d  w h l l c  i n  n t t c n d a n c e  n t  f n d u e t r y  

n a m a c l ~ t l o n  mcnc t I nps. I n  a d d i t j o n .  J a c k s o n  C c i i i n t y  p r o v l d c s  a 

m e a t i n ) (  fcc of $ 1 5 0  f n r  d i  r ( : c ~ o r ~  a t t c - n d i n g  m r r t l i i y : ~  of i n d u s t r y  

a e e o c i a t i o n s  o n  whose h o a r d 8  t h e y  s e r v c .  J a c k s o n  C o u n t y  elso 

- 7 -  



provides a $75 m e e t i n g  f e e  €or a t t e n d a n c e  a t  o t h e r  a s s o c i a t i o n  

m e e t i n g s .  T h e  C o m m i s s i o n  is of  t h e  o p l n i o n  t h a t  t h e  d i r e c t o r s  

s h o u l d  bc  r e i m b u r s e d  o n l y  f o r  t h e  n e c e s s a r y  a n d  r c a s o n a h l e  c o s t s  

i n c u r r e d  a n d  t h a t  t h c  f e e s  f o r  a t t e n d i n g  i n d u s t r y  a s s o c i a t i o n  

m e e t i n g s  a r c  e x e c e s i v c  a n d  u n r c e s o n e b l c .  T h e r c f  orc , t h c  

C o m m i s s i o n  has r e d u c e d  d i r e c t o r s '  e x p e n s e s  by $3,375 t o  e x c l u d e  

t h e  a m o u n t  of t h e s e  f c c s  p a i d  d u r i n g  t h e  t e s t  y e a r .  

I n t e r e s t  E x p e n s e  o n  L o n g - T e r m  D e b t  

J a c k s o n  C o u n t y  p r o p o s e d  a n  a d j u s t m e n t  o f  $ 1 7 8 , 3 1 3  t o  

i n c r e a s e  i t s  long-term i n t e r e s t  e x p e n s e  t o  r e f l e c t  t h c  y e a r - e n d  

l e v e l s  of l o n g - t e r m  d e b t  a n d  t h e  a d v a n c e  o f  a n  a d d i t f o n a l  $ 7 2 1 , 0 0 0  

e c h e d u l e d  t o  o c c u r  i n  A u g u s t  1 9 8 2 .  R a s e d  o n  t h e  a d d j  t i o n e l  

a d v a n c e s  and r e t i r e m e n t s  of d e b t  t h a t  h a v e  o c c u r r e d  t h r o u g h  

J a n u a r y  1 9 8 3 ,  t h e  C o l n m i s s l o n  h a s  m a d e  a n  a d j u s t m e n t  o f  $ 2 3 4 , 1 5 2  t o  

the  t e s t  y e a r  e x p e n s e  t o  r e f l e c t  the i n c r e a s e d  i n t e r e s t  e x p e n s e .  

I n t  e rc I) t I ncomc 

D u r i n g  t h e  t e s t  y e a r  J a c k s o n  C o u n t y  h a d  i n t e r e s t  e a r n i n g s  

on i t s  i n v e s t m e n t s  o f  $ 2 1 4 , 4 3 9 .  $ 1 5 0 , 0 2 9  of  this a m o u n t  w a s  

e a r n e d  o n  c o m m c r c i a l  p a p e r  i s s u e d  by t h e  N a t i o n a l  R u r a l  U t i l i t i e s  

C o o p c r a t l v o  F i n a n c e  Corporation ("CFC"). J n r k n o n  C o i i n t y  p r o p o n v d  

a n  a d j u s t m e n t  of $ 5 9 , 9 5 2  to r c d o c c  i n t c r c s n t  l n c o r n c  h n e c d  o n  the 

r e c e n t  d e c l i n e  i n  i n t e r e s t  r a t e s  for c o m m c r c l o l  p a p e r .  T h c  

C o m m i s s f o n  i s  of t h e  o p i n i o n  t h a t  s u c h  a n  a d j u s t m e n t  c a n  n o t  bc 

p r o p e r l y  m a d e  b a s e d  o n  c h A n g e s  i n  i n t e r e s t  t n t c s  w h i l e  i g n o r i n g  

t h e  amounts a n d  I c n g t h  o f  ~ l m c  of t h o  l n v c u l m ~ n t .  T h i n  o p j n l o n  I6 

s u p p o r t e d  b y  Jackson C o u n t y ' s  e x p e r i e n c e  s i n c e  t h e  e n d  of t h e  t e s t  

year. D u r i n g ,  A p e r i o d  o f  d e c l i n i n g  i n t c r r s t  r a t e s ,  J a c k s o n  

- 8 -  



C o u n t y ' s  i n t e r e s t  i n c o m e  f o r  t h e  1 2  m o n t h s  e n d e d  J a n u a r y  31 ,  1383, 

w a s  $ 2 1 9 , 5 6 0 ,  which i s  s l i g h t l y  g r e a t e r  t h a n  t h e  t e s t  year 

i n t e r e s t  i n c o m e .  

T h e  C o m m i s s i o n  is of  t h e  o p i n i o n  t h a t  t h e  p r o p o s e d  

a d j u s t m e n t  d o e s  n o t  a d c q u a t e l y  c o n s i d e r  t h e  v a r i o u s  f a c t o r s  t h a t  

a f f e c t  t h e  a m o u n t  of i n t e r e s t  i n c o m e .  T h e r e f o r e ,  t h e  p r o p o s e d  

a d j u s t m e n t  has b e e n  r e j e c t e d  a n d  t h c  actual test y e a r  i n t e r e s t  

i n c o m e  i n c l u d e d  i n  t h e  d e t e r m i n a t i o n  of r e v c n u c  r c q u i r c m e n t s .  

T h e  e f f e c t  of  t h e  a c c e p t e d  p r o  forma a d j u s t m e n t s  o n  n e t  

i n c o m e  is a s  follows: 

A c t u a l  P r o  f o r m a  
T e s t  P e r i o d  A d j u s t m e n t s  

Ope r a t  i n p :  R c v c n u e s  $ 1 9 , 4 8 7 , 4 6 8  $ 2 , 8 9 8 , 4 1 7  
Operating Expenses 1 8 , 0 8 9 , 0 0 0  3,045,300 
O p e r a t i n g  Income $ 1 , 3 9 8 , 4 6 8  $ ( 1 4 7 , 4 8 3 )  
I n  t e re  6 t 0 1 1  L o n  R- t c r m  
Debt 1 , 0 4 7 , 4 2 3  2 3 4 , 1 5 2  

O t h e r  I n c o m e  a n d  
( D e d u c t i o n s  ) - N e t  337 , 2 6 9  ( 1 3 2 , 2 1 9 )  

Net I n c o m e  $ 688 ,314  $ ( 5 1 3 , 8 5 4 )  

R E V E K U E  REQUIREMENTS 

T h c  actual r a t e  o f  r e t u r n  o f  J a c k s o n  

Ad j u s t e d 
T e s t  Peri ad 

$ 2 2 , 3 8 5 , 8 8 5  
2 1 , 1 3 4  ,900 

$ 1 , 2 5 0 , 9 8 5  

1 , 2 8 1 , 5 7 5  

2 0 5 , 0 5 0  

$ 1 7 4 , 4 6 0  

C o u n t y ' s  n e t  

i n v e s t m e n t  r a t e  base c s t a b l l s h e d  h e r e l n  l o r  r a t e - m a k i n g  p u r p o s e s  

w a a  S . 2 9  p p r c r r i t .  h r t t 9 r  t n k l t r l !  I n t o  ~ o r i ~ l d f i ~ r f i t  f c i n  t \ r v  ncc8:ptfi.d 

p r o  forma a d j u s t m e n t s ,  J a c k s o n  C o u n t y  w o u l d  r o a l i z c  a r a t e  of  

r e t u r n  of 4 . 7 3  p c r c c n t .  ' ~ I I P  C o s i m i a H f o n  j u  of ~ l i c  o p i n i o n  t ! i n t  

t h e  a d j u s t e d  r a t e  o f  r e t u r n  i r ,  i n a d c q u a t c  a n d  II more r e a s o n a b l e  

r a t e  of r e t u r n  would bc  9 .86  p e r c e n t .  I n  o r d e r  t o  n c h i r v c  t h i s  

r a t e  of r e t u r n  Jackson C o u n t y  shoiild b c  allowed to i n c r e a s e  i t s  
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a n n u a l  r e v e n u e  by a p p r o x i m a t e l y  $ 1 , 3 5 5 , 9 0 0  w h i c h  w o u l d  p r o d u c e  a 

T i m e s  I n t e r e s t  E ~ r n c d  R a t i o  of 2 . 1 9 .  T h i s  a d d i t i o n a l  r c v e n u c  

will p r o v i d e  n e t  i n c o m e  of $ 1 , 5 3 0 , 3 6 0  w h i c h  s l i o i i l d  be s u f f i c i e n t  

to meet the r e q u i r e m e n t s  i n  J a c k s o n  C o u n t y ' s  m o r t g a g e s  s e c u r i n p ,  

its l o n g - t e r m  d e b t .  

REVENUE ALLOCATION A N D  R A T E  DESIGN 

J a c k s o n  C o u n t y  d i d  n o t  propose a n y  c h a n g e s  t o  its c u r r e n t  

r a t e  s c h e d u l e  or t o  i t s  t a r i f f  r e g u l a t i o n s .  J a c k s o n  C o u n t y  used 

t h e  p c r c c n t i l e  m e t h o d  t o  a l l o c a t e  t h c  r c v c n u e  a n d  t o  i n c r e a s e  

t h e  r a t e  s t e p s .  T h e  Commiss ion  j s  o f  t h e  o p i n i o n  t h a t  i n  t h i s  

c a se  thc p e r c e n t i l e  m e t h o d  i s  m o s t  a p p r o p r i a t e  f o r  t h e  

r a t e p a y e r s  of J a c k s o n  C o u n t y .  A d d i t l o n a l l y  t h c  C o m m l s s i o n  has 

a d j u s t e d  J a c k s o n  C o u n t y ' s  n o r m a l i z e d  r e v e n u e  t o  i n c l u d e  t h e  

rates a p p r o v e d  i n  C a s e  No. 8662 .  

OTHER ISSUES 

Utility N e n a g c m e n t  

J a c k s o n  C o u n t y  I s  amona t h e  l a r g c s t  o f  t h c  c l e c t r l c  

d i s t r i b u t i o n  c o o p e r a t i v c s  r e g u l a t e d  h y  t h f s  C o m m i s s i o n  a n d ,  a s  

s u c h ,  b e n e f i t s  f r o m  c e r t a i n  e c o n o m i c s  o f  s c a l e .  A s  a r e s u l t ,  

Jackson C o u n t y ' s  c o s t  p e r  c o n s u m c r  i s  t h c  l o w e s t  of a l l  K e n t u c k y  

cooperatives.' T h e  C o m m i s s i o n  jt? encouraged b y  J a c k s o n  C o u n t y ' s  

f a v o r a b l e  r e s u l t s ;  h o w e v e r ,  based o n  r e c e n t  c o s t  increases, t h e  

C o m m i s s i o n  q u e s t i o n s  t h e  e x t e n t  t o  w h i c h  J a c k s o n  C o u n t y ' s  

efforts t o  c o n t r o l  C O B ~ B  h a v e  i n f ~ u e n c e d  t h e s e  r c e r i l t e .  

D i r ec t  t e s t i m o n y  of 1,c-v Hay C o l c . ,  p n ~ c 9  I 1  o f  1 3 .  
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Du 

e x p e n s e s ,  

i n g  t h e  t e s t  y e a r  J a c k s o n  C o u n t y ' s  v a r l a b l e  o p e r a t i n g  
L 

e x c l u s i v e  of  p u r c h a s e d  p o w e r ,  t o t a l l e d  $ 2 , 6 7 9 , 0 7 1 .  

This r e p r e s e n t s  a n  i n c r e a s e  o f  38.5 p e r c e n t  o v e r  t h e  l e v e l  of 

e x p e n s e ,  $1,933,704, i n c u r r e d  2-1 / 2  y c a r s  e a r l i e r  i n  1 9 7 9 .  

Although it is a w a r e  of i n c r e a s e s  i n  t h e  cost of l a h o r  a n d  

i n s u r a n c e ,  i n c r e a s e s  o v e r  w h i c h  J a c k s o n  C o u n t y  d o c s  n o t  l i a v c  

c o m p l e t e  c o n t r o l ,  t h e  C o m m i s s i o n  looks w i t h  c o n c c r n  a t  t h e  c o s t  

i n c r e a s e s  Jackson C o u n t y  has i n c u r r c d  i n  r e c e n t  y e a r s .  W i t h  

r e c e n t  d e c l i n e s  i n  t h e  r a t e  of i n f l a t i o n ,  t h e  C o m m i s s i o n  is 

hopeful t h a t  J a c k s o n  C o u n t y  c a n  e f f e c t  some m o d e r a t i o n  o f  t h e s e  

c o s t  i n c r e a s c s .  

Directors' F e c s  

T h e  n i n e  m c m b c r s  o f  J a c k s o n  C o u n t y ' s  board of d l r e c t o r s  

e a c h  r e c e i v e  $150 a s  c o m p e n s a t i o n  f o r  a t t e n d a n c e  a t  e a c h  m o n t h l y  

meeting of t h e  h o a r d .  T h i s  f c e ,  w h i c h  was $80 a s  r e c e n t l y  as 

1 9 8 0 ,  h a s  n e a r l y  d o u b l e d  o v e r  t h e  p a s t  3 y c a r s .  M r .  Lcc Roy 

Cole. J a c k s o n  C o u n t y ' s  P r e s i d e n t  a n d  G e n e r a l  Manage r ,  i n d i c a t e d  

t h a t  t h e s e  f e e s  w e r e  a b o v e  a v e r a g e  for d i s t r i b u t i o n  c o o p e r a t i v c s  

w i t h i n  K e n t u c k y .  Mr. Cole f u r t h e r  s t a t e d  t h a t  t h e  d l r c c t o r s  

t h c m e c l v e o  s c t  tIic f ( . f * R  w l t l i o r i t  n n y  j n p t i t  from n t l i p r  n o i i r c c r i .  

T t i e  ( ;omnltrn1cin f f n c l n  1 1  t i ~ ~ r p r f ~ i l n ~ ~  t I 1 1 1 t  t l i t -  t l j r r * ( . t t i r n  n f  

J a c k m o n  C o u n t y  w o r i l d  i n c r c n n r  t h v i r  f p r u  b y  t h i n  amount r r t  II 

t i m c  w h e n  J n c k m o n  C o u n t y  i n  aL tc .mpl   in^ to c o n l . r o 1  c o e t e  a n d  

o p e r a t e  more c f f i c l c n t l y .  T h e  C o m m l s s l o n  is h o p c f r i l  t h a t  t h c s c  

* I b l d  p a g e  4. -* ' 
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fees have r e a c h e d  a l e v e l  a t  which t h e y  w i l l  s t a b i l d z e ,  r a t h e r  

t h a n  c o n t i n u e  t o  e s c a l a t e  a~ t h e y  h a v e  i n  r c c c n t  y c a r e .  W h e t h c r  

t h e y  s t a b i l i z e  w i l l  b c  a r e f l e c t i o n  of t h e  board's concerns 

toward c o n t r o l l i n g  c o s t s .  

S U!I W A H Y 

T h e  C o m m i s s i o n ,  h a v i n g  c o n s i d e r e d  t h c  c v i d c n c c  o f  r e c o r d  

a n d  b e i n g  a d v i s e d ,  is o f  t h e  o p i n i o n  a n d  f i n d s  t h a t :  

1 .  T h e  r a t e s  i n  A p p e n d i x  A a r e  the f a i r ,  j u s t  a n d  

r e a s o n a b l e  rates for J a c k s o n  C o u n t y  a n d  w i l l  p r o d u c e  gross 

annual r e v c n u c  s u f f i c i e n t  t o  p a y  i t s  o p c r n t i n g  c x p c n s e s ,  s e r v i c e  

its d e b t  a n d  p r o v i d e  a r c a s o n a b l c  s u r p l u s  f o r  c q u l t y  g r o w t h .  

IT I S  THEREFORE ORDERED t h a t  t h e  r a t e s  i n  A p p e n d i x  A be 

a n d  t h e y  h e r e b y  a r e  a p p r o v e d  for s e r v i c e  r e n d e r e d  b y  J a c k s o n  

County o n  a n d  a f t e r  t h e  d a t e  o f  t h i s  O r d e r .  

IT IS F U R T H E R  ORDERED t h a t  w i t h i n  30 d a y s  from t h c  d a t e  

of t h i s  Order Jackson C o u n t y  s h a l l  f f l c  w i t h  t h e  C o r n m i a s i o n  its 

r e v i s e d  tariff s h e e t s  s e t t i n g  o u t  t h e  r a t e s  a p p r o v e d  h e r e i n .  

Done a t  F r a n k f o r t ,  K e n t u c k y ,  t h l s 3 r d  day of May, 1983. 

P U B L I C  SERVICE COMMISSION 

ATTEST : 

VYce C h a i r m a n '  

4 '  

I 

Secretary 



A P P E N D I X  

A P P E K D I X  T O  A N  ORDER OF THE KENTUCKY P U B L I C  SERVICE 
C O M M I S S I O N  I N  C A S E  N O .  8647 D A T E D  May 3 ,  1983. 

T h e  following r a t e s  a n d  c h a r g e s  a r e  p r e s c r i b e d  f o r  t h e  

c u s t o m e r s  i n  t h e  a r e a  s e r v e d  by J a c k s o n  County  Rural  E l e c t r f c  

Cooperat ive  C o r p o r a t i o n .  A l l  o t h e r  r a t e s  and c h a r g e s  not 

specifically ment ioned  h e r e i n  s h a l l  r e m a i n  the same a s  those i n  

effect u n d e r  a u t h o r i t y  o f  t h i s  C o m r n l s s l o n  p r i o r  t o  t h e  

e f f e c t i v e  d a t e  of this O r d e r .  

S C H E D U L E  10 

R E S I D E N T I A L ,  F A R M  Ah’l) N U N - F A R M  SERVICE* 

R a t e  

Customer Charge Per Month  - I n c l u d e s  No KWII Usage $4.85 
F i r s t  450 KWH Per Month . 0 6 5 1 2  
A l l  Over 6 5 0  KWH Per Month .05573 

SCHEDULE 20 
COMMERCIAL, S M A L L  P O W E R ,  A N D  T H R E E - P 1 1 A S E  F A R M  SERVICE* 

Customer Charge Per Month - I n c l u d e s  No K W H  U s a ~ ! c  $ 5 . 3 5  
F i r s t  1 , 0 0 0  KWII Per M o n t h  .(I6699 
Next 1,000 KWH P e r  Month .06538 
A l l  Over 2 , 0 0 0  KWII P c r  M o n t h  . 0 6 2 5 2  

S C I I  I.: I)  [ I  1 , K  3 0 
L A R C E  P O W E R  SEKVICE LESS T H A N  50 KW* 

R a t e  - 
Customer C h a r g e  Per  H o n t h  - I n c l u d e s  No K W H  Usage  $6.40 
Demand C h a r g e  P e r  KW o f  Demand 4.87 

Energy Charge Pcr KWH 
First 1 , 0 0 0  K14H Pcr Month  . 0 5 9 0 9  

, 0 5 5 8 7  A l l  O v e r  1 , 0 0 0  KWH I’cr M o n t h  



M i n i m u m  M o n t h l y  Charge 

T h e  m i n i m u m  m o n t h l y  c h a r g e  s h a l l  be the m i n i m u m  m o n t h l y  c h a r g e  
specified i n  the  c o n t r a c t ,  or t h e  m i n i m u m  m o n t h l y  charge, or $ 1 . 2 0  

a m o u n t  shall bc the g r c n t c s t .  
per KVA of installed transformer c a p a c i t y ,  or $37.00, wl i i chcvc r  

S C I I E D U L E  3 3  
W A T E R  P U M P I N G  S E R V I C E *  

Rate 

$ 1 0 . 7 0  C u s t o m e r  C h a r g e  Per M o n t h  - I n c l u d e s  No KWH Usage 
F i r s t  1 0 , 0 0 0  KWH P e r  M o n t h  ,05882 

-05638 Next  40,000 K W H  P e r  M o n t h  
. O S 2 6 4  A l l  Over 50 ,000  KWH P e r  H o n t h  

Minimum N o n t h l y  C h a r g e  

T h e  m i n j m u m  monthly charge shall be t h e  m i n i m u m  m o n t h l y  c h a r g e  
s p e c i f i e d  i n  t h e  c o n t r a c t ,  o r  t h e  r n i n i m i i m  m o n t h l y  charge, o r  $ 1 . 2 0  
p e r  KVA of installed t r a n s f o r m e r  c a p a c i t y ,  o r  $37 .00 ,  w h i c h e v e r  
amount  s h a l l  he t h e  g r e a t e s t .  

S C H E D U L E  40 
LARGE POWER M O R E  T H A N  50 KW RUT LESS T H A N  275 KW* 

RAT E 

C u s t o m e r  C h a r g e  P e r  Nonth - I n c l u d c s  No KWH Usage  $ 1 6 . 2 0  
Demand C h a r g e  P e r  KW of Demand 4 . 8 7  

Energy Charge 
F i r s t  1 0 , 0 0 0  KWH Per M o n t h  
N e x t  40,000 KWH P e r  Month 
A l l  O v e r  50,000 KWH P e r  M o n t h  

.05239 

.05098 

. 0 4 8 9 7  

M i n i m u m  M o n t h l y  C h a r g e  

The minimurn m o n t h l y  c1iilr):c s l t n l l  hr! t h c  m j n i m r r m  m o n t l i l y  charge 
specifled i n  t h c  c o n t r n c t ,  n r  thc  m i n i m u m  m o n t h l y  c h n r k : c ,  or $ 1 . 2 0  
per  K V A  of installed t r a n s f o r m c r  c n p a c i t y ,  o r  $ 3 7 . 0 0 ,  w l i i c h c v c r  
amount s h a l l  bc t h c  g r e a t e s t .  

S C H E D U L E  4 3  
LARGE YOWKR R A T E  - OVEK 2 7 5  KU* 

R a t e  - 
Customer C h a r g e  Per M o n t h  - I n c l t i d e s  N o  KWH Usage $32.00 
Demand C l i n r R u  P v r  KI.1 of Dvmnnd 4.87 
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E n e r g y  C h a r g e  
F i r s t  150 ,000  KWll  Per M o n t h  
A l l  Over 150 ,000  KWH P e r  M o n t h  

. 0 4 7 9 7  

.04625 

Minimum M o n t h l y  C h a r g e  

T h e  m i n i m u m  m o n t h l y  c h a r g e  s h a l l  h e  t h e  min imurn  m o n t h l y  c h a r g e  
s p e c i f i e d  i n  t h e  c o n t r a c t ,  o r  t h e  m i n i m i i m  m o n t h l y  c h a r g e ,  or $ 1 . 2 0  
p e r  KVA of i n s t a l l e d  t r n n s f o r m e r  c a p a c i t y ,  o r  $ 3 7 . 0 0 ,  w h i c h e v e r  
a m o u n t  s h a l l  be  t h e  g r e a t e s t .  

SCHEDULE 50 A N D  6 0  
SCHOOLS, CHURCHES A N D  COMMUNITY HALLS* 

R a t e  

C u r t o m e r  C h a r g c  Per M o n t h  - I n c l u d c e  N o  K W l l  URagc $ 5 . 3 5  
F i r s t  800  KWII Per N o n t h  .OS887 
A l l  O v e r  800  KWll p e r  M o n t h  . 0 5 6 3 1  

SCHEDULE SL 
OUTDOOR LIGHTING SERVICE - SECURITY L I G H T S *  

Rate P e r  L i g h t  P e r  M o n t h  

Mercury V a p o r  Lamp 1 7 5  Watt 9 0  KWll $5.65 

S C H E D U L E  52 
ALL ELECTRIC SCHOOLS 

R a t e  - 
C u s t o m e r  C h a r g e  P e r  P l o n t h  - I n c l u d e s  No KWH Usage  $ 1 0 . 7 0  
A l l  KWH . O S 4 8 0  

Minimum C h a r g e  

o r  r e q u i r e d  t r a n e f o r r n e r  c a p a c i t y  a s  d e t e r m i n e d  by  t h c !  C o o p e r a t i v e .  
The m i n i m u m  a n n u a l  c h a r g e  w i l l  b e  n o t  l e s s  t h a n  $14.40 p e r  K V A  

* F u e l  C l a u s e  A d j u s t m e n t  

may be I n c r e a s e d  or decreased b y  a n  a m o u n t  p e r  KWH c q u a l  t o  t h e  
f u e l  a d j u s t m e n t  a m o u n t  p e r  KWH a s  b i l l e d  b y  t h c  W h o l e s a l e  Power 
S u p p l i e r  p l u s  a n  a l l o w a n c e  for l i n e  l o s s e s .  The a l l o w a n c e  f o r  l i n e  
losses w i l l  n o t  e x c e e d  1 0 %  a n d  I s  based o n  a t w e l v e - m o n t h  m o v i n g  
a v e r a g e  of s u c h  losses. This F u e l  C l a u s e  i s  s u b j e c t  t o  a l l  o t h e r  
a p p l i c a b l e  p r o v i s i o n s  a s  s e t  o u t  i n  8 0 7  K A R  5 : 0 5 6 .  

A l l  r a t c e  a r c  a p p l i c a b l e  t o  t h e  F u e l  h d j u s t m c n t  C l a u s e  a n d  
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